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5536-S AMS FI NK S2263. 1

SSB 5536 - S AMD 73
By Senators Finkbeiner, Prentice

ADOPTED AS AMENDED 03/11/ 2003

Strike everything after the enacting clause and insert the
fol | ow ng:

"NEW SECTION. Sec. 1. (1) The legislature finds, declares, and
determ nes that:

(a) Washington's cities and counties under the growh managenent
act are required to encourage urban growh in urban growh areas at
densities that accommbdate twenty-year growth projections;

(b) One of the growh managenent act's planning goals is to
encourage the availability of affordable housing for all residents of
the state and pronote a variety of housing types;

(c) Condom nium construction needs to be encouraged to achieve
grom h nmanagenent act nandated wurban densities and ensure that
residents of the state, particularly in urban growmh areas, have a
broad range of ownershi p choi ces;

(d) Anbiguity in the condom nium act, particularly relating to
inplied warranties of quality, has led to | egal actions and threats of
| egal action that allege mnor or immterial defects and deviations in
construction that have no effect on the structure, safety, or
mar ket abi ity of condom ni uns;

(e) The result of these I egal challenges is that many honme buil ders
cannot obtain insurance to build condom niuns and as further result
condom ni um construction is declining thereby reducing rather than
expandi ng honme ownership opportunities for the residents of Washi ngton
state; and

(f) Legislative action is needed to encourage residentia
condom ni um construction by:

(1) Requiring alternative nethods of dispute resolution such as
arbitration and setting standards to all ow resolution of disputes in an
expeditious and fair manner;
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(11) Requiring expanded disclosure to owners if inplied warranties
are excluded, nodified, or replaced wth an express warranty of
qual i ty;

(1i1) Protecting associations, boards, and officers fromliability
for deciding to not commence a judicial proceeding or arbitration;

(tv) Requiring expanded disclosure to purchasers of |ega
pr oceedi ng;

(v) Cdarifying that an express witten warranty applies to clains
agai nst the declarant brought by the association or subsequent unit
owner s;

(vi) Cdarifying that inplied warranties of quality extend only to
defects or deviations that affect the structural integrity of the unit;
the safety of unit owners; or substantially inpair the marketability of
the unit for its intended purpose. Defects or deviations that can be
di scovered through normal purchaser inspections are not intended to be
covered by the inplied warranty of quality; and

(vii) Allowng an express witten warranty of quality to replace
inplied warranti es;

(2) It is the intent of the legislature that this act inprove and
clarify procedures for resolving clains relating to condom nium
construction and ensure that both a broad range of honmeownership
opportunities continue to be available to the residents of the state
and that cities and counties can achi eve density nmandates of the growth
managenment act.

(3) It is the further intent of the legislature that this act
elimnate litigation over mnor defects and deviations that have no
material effect on the use of a condom niumfor its intended purpose.

Sec. 2. RCW 64.34.100 and 1989 c 43 s 1-113 are each anmended to
read as foll ows:

(1) The renedies provided by this chapter shall be Iliberally
admnistered to the end that the aggrieved party is put in as good a
position as if the other party had fully perforned. However,
consequential, special, or punitive damages may not be awarded except
as specifically provided in this chapter or by other rule of |aw

(2) Except as set forth in this chapter, any right or obligation
declared by this chapter is enforceable by judicial proceeding. Any
claim by an association and/or its board of directors relating to
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construction defects or deviations or clains by nore than one unit
owner relating to the sane defects or deviations shall be resolved
t hrough binding arbitration.

(3) Binding arbitration involving construction defects or
devi ations under RCW 64.34.445 or 64.34.450 shall conply wth the
follow ng m ni nrum st andards:

(a) Unless the parties agree otherwise, all disputes nust be heard

by one qualified arbitrator. When three arbitrators are used, one
shal|l be appointed by each of the disputing parties and the third, who
will chair the panel, appointed by the first two arbitrators. Shoul d

the required nunber of arbitrators fail to be appointed, then an
arbitrator or arbitrators shall be appointed by the superior court of

the county in which the condomnium is |ocated pursuant to RCW
7. 04. 050;

(b) Arbitrators nust have experience wth construction and
engi neering standards and practices, witten construction warranties,
or construction dispute resolution and a person shall not serve as an
arbitrator in any arbitration in which that person has any financial or
personal interest;

(c) The arbitration hearing nust be conducted in a manner that
permts full, fair, and expeditious presentation of the case by both
parties. The arbitrators are bound by the law of Washington state.
Parties may but are not required to be represented by attorneys. The
arbitrators may permt discovery to ensure a fair hearing but may limt
the scope or manner of discovery for good cause to avoid excessive
delay and costs to the parties. Unless the parties agree otherw se or
the arbitrator or arbitrators grant an extension for good cause, the
arbitration hearing shall be conpleted within one year of the initial
demand for arbitration;

(d) Arbitration shall be conducted under the condom nium or
construction dispute resolution rules of the Anerican arbitration
association and chapter 7.04 RCW unless the parties elect to use the
rules of the superior court. The expenses of w tnesses including
expert w tnesses shall be paid by the party producing such w tnesses.
All  other expenses of arbitration shall be borne equally by the
parties, unless they agree otherwise or unless the arbitrator or
arbitrators award such expenses or any part thereof to any specified
party or parties; and
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(e) Arbitration shall be used only after the parties first attenpt
to resolve the dispute through nediation. Mediation shall be before a
nedi ator who may not serve subsequently also as an arbitrator for the
sane dispute. All cost of nediation shall be borne equally by the

parties.

Sec. 3. RCW64.34.216 and 1992 ¢ 220 s 7 are each anended to read
as follows:

(1) The declaration for a condom ni um nust contai n:

(a) The nane of the condom nium which must include the word
"condom ni unt’ or be foll owed by the words "a condom nium " and t he nanme
of the associ ation;

(b) A legal description of the real property included in the
condom ni um

(c) A statenment of the nunber of wunits which the declarant has
created and, if the declarant has reserved the right to create
additional units, the nunber of such additional units;

(d) The identifying nunber of each unit created by the decl aration
and a description of the boundaries of each unit if and to the extent
they are different fromthe boundaries stated in RCW64. 34. 204(1);

(e) Wth respect to each existing unit:

(1) The approxi mate square footage;

(i1) The nunber of bathroons, whole or partial;

(ii1) The nunmber of roons designated primarily as bedroons;

(1v) The nunmber of built-in fireplaces; and

(v) The level or levels on which each unit is |ocated.

The data described in (ii), (iii), and (iv) of this subsection
(1)(e) may be omtted wth respect to units restricted to
nonr esi denti al use;

(f) The nunmber of parking spaces and whet her covered, uncovered, or
encl osed;

(g) The nunber of noorage slips, if any;

(h) A description of any limted common el enents, other than those
specified in RCW 64.34.204 (2) and (4), as provided in RCW
64. 34.232(2)(j);

(1) A description of any real property which may be allocated
subsequently by the declarant as |limted common el enents, other than
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limted common elenments specified in RCW 64.34.204 (2) and (4),
together with a statenent that they may be so all ocated,;

(j) A description of any developnent rights and other special
declarant rights under RCW 64.34.020(29) reserved by the declarant,
together wth a description of the real property to which the
devel opnment rights apply, and a tine [imt within which each of those
rights nust be exercised,

(k) If any developnent right may be exercised wth respect to
different parcels of real property at different tinmes, a statenent to
that effect together wth: (1) Ether a statenment fixing the
boundaries of those portions and regulating the order in which those
portions may be subjected to the exercise of each devel opnent right, or
a statenment that no assurances are made in those regards; and (ii) a
statenent as to whether, if any devel opnent right is exercised in any
portion of the real property subject to that devel opnment right, that
devel opnment right must be exercised in all or in any other portion of
the remai nder of that real property;

(I') Any other conditions or |imtations under which the rights
described in (j) of this subsection may be exercised or will |apse;

(m An allocation to each unit of the allocated interests in the
manner described in RCW 64. 34. 224,

(n) Any restrictions in the declaration on use, occupancy, or
alienation of the units;

(o) A cross-reference by recording nunber to the survey map and
plans for the units created by the declaration; and

(p) Al matters required or permtted by RCW 64.34.220 through
64. 34. 232, 64.34.256, 64.34.260, 64.34.276, ((and)) 64.34.308(4), and
64. 34. 450.

(2) Al anendnents to the declaration shall contain a cross-
reference by recording nunber to the declaration and to any prior
amendnents thereto. Al anmendnents to the declaration adding units
shall contain a cross-reference by recording nunber to the survey nap
and plans relating to the added units and set forth all information
requi red by RCW64. 34.216(1) with respect to the added units.

(3) The declaration may contain any other matters the decl arant
deens appropri ate.
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Sec. 4. RCW64. 34.308 and 1992 ¢ 220 s 15 are each anended to read
as follows:

(1) Except as provided in the declaration, the bylaws, subsection
((2)) (3) of this section, or other provisions of this chapter, the
board of directors shall act in all instances on behalf of the
associ ati on. In the performance of their duties, the officers and
menbers of the board of directors are required to exercise: (a) If
appoi nted by the declarant, the care required of fiduciaries of the
unit owners; or (b) if elected by the unit owners, ordinary and
reasonabl e care.

(2) Neither an association nor its directors or officers or
managi ng agents shall be liable for a decision, including a decision
not to commence a judicial proceeding under any section of this
chapter, if such a decision has been nmade by a board of directors
elected pursuant to subsection (7) of this section which does not
include any nenbers who are affiliates of a declarant, and if, in
reaching such a decision, the directors and officers and nanaging
agents have acted in good faith, in a manner such directors and
of ficers and nmanagi ng agents believe to be in the best interests of the
corporation, and wth such care, including reasonable inquiry, as an
ordinarily prudent person in a like position would use under simlar
ci rcunst ances.

(3) The board of directors shall not act on behalf of the
association to anmend the declaration in any manner that requires the
vote or approval of the unit owners pursuant to RCW 64.34.264, to
termnate the condom nium pursuant to RCW 64.34.268, or to elect
menbers of the board of directors or determne the qualifications,
powers, and duties, or terns of office of nenbers of the board of
directors pursuant to subsection (((6)})) (7) of this section; but the
board of directors may fill vacancies in its mnenbership for the
unexpired portion of any term

((3»)) (4) Wthin thirty days after adoption of any proposed
budget for the condominium the board of directors shall provide a
summary of the budget to all the unit owners and shall set a date for
a neeting of the unit owners to consider ratification of the budget not
less than fourteen nor nore than sixty days after mailing of the
sunmmary. Unless at that neeting the owners of units to which a
majority of the votes in the association are allocated or any | arger
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percentage specified in the declaration reject the budget, the budget
is ratified, whether or not a quorum is present. In the event the
proposed budget is rejected or the required notice is not given, the
periodi c budget last ratified by the unit owners shall be continued
until such tine as the unit owners ratify a subsequent budget proposed
by the board of directors.

((4))) (5)(a) Subject to subsection ((€£5))) (6) of this section,
the declaration may provide for a period of declarant control of the
associ ation, during which period a declarant, or persons designhated by
t he declarant, may: (i) Appoint and renove the officers and nenbers of
the board of directors; or (ii) veto or approve a proposed action of
the board or association. A declarant's failure to veto or approve
such proposed action in witing within thirty days after receipt of
witten notice of the proposed action shall be deened approval by the
decl ar ant .

(b) Regardless of the period provided in the declaration, a period
of declarant control termnates no later than the earlier of: (1)
Si xty days after conveyance of seventy-five percent of the units which
may be created to unit owners other than a declarant; (ii) two years
after the last conveyance or transfer of record of a unit except as
security for a debt; (iii) two years after any devel opnent right to add
new units was | ast exercised; or (iv) the date on which the decl arant
records an anmendnent to the declaration pursuant to which the decl arant
voluntarily surrenders the right to further appoint and renove officers
and nmenbers of the board of directors. A declarant may voluntarily
surrender the right to appoint and renove officers and nenbers of the
board of directors before termnation of that period pursuant to (i),
(ti), and (iii) of this subsection ((4)) (5)(b), but in that event
the declarant nay require, for the duration of the period of declarant
control, that specified actions of the association or board of
directors, as described in a recorded instrunment executed by the
decl arant, be approved by the declarant before they becone effective.

((65))) (6) Not later than sixty days after conveyance of twenty-
five percent of the units which may be created to unit owners other
than a declarant, at |east one nmenber and not |ess than twenty-five
percent of the nmenbers of the board of directors nust be elected by
unit owners other than the declarant. Not |ater than sixty days after
conveyance of fifty percent of the units which nmay be created to unit
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owners ot her than a declarant, not less than thirty-three and one-third
percent of the nmenbers of the board of directors nust be elected by
unit owners other than the decl arant.

((66))) (7) Wthin thirty days after the term nation of any period
of declarant control, the unit owners shall elect a board of directors
of at least three nmenbers, at least a mgjority of whom nust be unit
owners. The nunber of directors need not exceed the nunber of units
then in the condom nium The board of directors shall elect the
of ficers. Such menbers of the board of directors and officers shal
take of fice upon el ection.

((6H)) (8) Notwi thstanding any provision of the declaration or
bylaws to the contrary, the unit owners, by a two-thirds vote of the
voting power in the association present and entitled to vote at any
nmeeting of the unit owners at which a quorumis present, may renbve any
menber of the board of directors with or w thout cause, other than a
menber appointed by the decl arant. The declarant may not renove any
menber of the board of directors elected by the unit owners. Prior to
the termnation of the period of declarant control, the unit owners,
ot her than the declarant, may renove by a two-thirds vote, any director
el ected by the unit owners.

Sec. 5. RCW®64. 34.410 and 2002 ¢ 323 s 10 are each anended to read
as follows:

(1) A public offering statenment shall contain the follow ng
i nformati on:

(a) The nane and address of the condom ni um

(b) The nane and address of the declarant;

(c) The nane and address of the managenent conpany, if any;

(d) The rel ationship of the managenent conpany to the declarant, if
any;

(e) A list of up to the five nobst recent condom nium projects
conpleted by the declarant or an affiliate of the declarant within the
past five years, including the nanes of the condom niuns, their
addresses, and the nunber of existing units in each. For the purpose
of this section, a condom niumis "conpleted" when any one unit therein
has been rented or sold;

(f) The nature of the interest being offered for sale;
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(g) A Dbrief description of the permtted uses and use restrictions
pertaining to the units and the comon el enents;

(h) A brief description of the restrictions, if any, on the renting
or leasing of units by the declarant or other unit owners, together
with the rights, if any, of the declarant to rent or |ease at |least a
majority of units;

(1) The nunber of existing units in the condom niumand the maxi mum
nunber of units that may be added to the condom ni um

(j) Alist of the principal common anenities in the condom nium
which materially affect the value of the condom nium and those that
will or may be added to the condom nium

(k) Alist of the limted common elenents assigned to the units
being offered for sale;

(1) The identification of any real property not in the condom nium
the owner of which has access to any of the commobn elenents, and a
description of the terns of such access;

(m The identification of any real property not in the condom nium
to which unit owners have access and a description of the ternms of such
access;

(n) The status of construction of the units and common el enents,
i ncluding estimted dates of conpletion if not conpl eted;

(o) The estimated current common expense liability for the units
bei ng of fered;

(p) An estimate of any paynent with respect to the commobn expense
l[tability for the units being offered which will be due at cl osing;

(q) The estimated current amount and purpose of any fees not
included in the comobn expenses and charged by the declarant or the
associ ation for the use of any of the comon el enents;

(r) Any assessnents which have been agreed to or are known to the
declarant and which, if not paid, may constitute a |lien against any
units or commn elenents in favor of any governnental agency;

(s) The identification of any parts of the condom nium other than
the units, which any individual owner will have the responsibility for
mai nt ai ni ng;

(t) If the condom nium involves a conversion condom nium the
information required by RCW 64. 34. 415;

(u) Wiether timesharing is restricted or prohibited, and if
restricted, a general description of such restrictions;
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(v) Alist of all devel opnent rights reserved to the declarant and
all special declarant rights reserved to the declarant, together with
the dates such rights nust termnate, and a copy of or reference by
recordi ng nunber to any recorded transfer of a special declarant right;

(w) A description of any material differences in terns of
furni shings, fixtures, finishes, and equi pnent between any nodel unit
available to the purchaser at the tinme the agreenent for sale is
executed and the unit being offered;

(x) Any liens on real property to be conveyed to the association
required to be disclosed pursuant to RCW 64. 34.435(2)(b);

(y) Alist of any physical hazards known to the declarant which
particularly affect the condom niumor the imrediate vicinity in which
the condom niumis | ocated and which are not readily ascertainable by
t he purchaser

(z)(i) A brief description of any construction warranties to be
provi ded to the purchaser;

(ii) A brief statenent as to whether any express witten warranty
repl aces or other docunent excludes or nodifies the inplied warranties
of quality provided in RCW 64. 34. 445;

(aa) Any building code violation citations received by the
declarant in connection with the condom nium which have not been
corrected;

(bb) A statenent of any unsatisfied judgnents or pending suits
agai nst the association, a statenent of the status of any pending suits
material to the condomnium of which the declarant has actua
know edge, and a statenent of any litigation brought by an owners
associ ation, unit owner, or governnental entity in which the decl arant
or any affiliate of the declarant has been a defendant, arising out of
the construction, sale, or admnistration of any condom niumw thin the
previous five years, together with the results thereof, if known;

(cc) Any rights of first refusal to | ease or purchase any unit or
any of the common el enents;

(dd) The extent to which the insurance provided by the association
covers furnishings, fixtures, and equi pnent |ocated in the unit;

(ee) A notice which describes a purchaser's right to cancel the
pur chase agreenent or extend the closing under RCW64. 34. 420, incl uding
applicable tinme frames and procedures;

10
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(ff) Any reports or statenents required by RCW 64.34.415 or
64. 34. 440(6) (a) . RCW 64. 34. 415 shall apply to the public offering
statenment of a condom niumin connection with which a final certificate
of occupancy was issued nore than sixty calendar nonths prior to the
preparation of the public offering statenent whether or not the
condomnium is a conversion condomnium as defined in RCW
64. 34. 020( 10) ;

(gg) A list of the docunents which the prospective purchaser is
entitled to receive from the declarant before the rescission period
commences;

(hh) A notice which states: A purchaser may not rely on any
representation or express warranty unless it is contained in the public
offering statenent or made in witing signed by the declarant or by any
person identified in the public offering statenent as the declarant's
agent ;

(1i) Anotice which states: This public offering statenent is only
a summary of sone of the significant aspects of purchasing a unit in
this condom nium and the condom nium docunents are conplex, contain
ot her inportant information, and create binding | egal obligations. You
shoul d consi der seeking the assistance of |egal counsel;

(jj) Any other information and cross-references which the decl arant
believes wll be helpful in describing the condomnium to the
recipients of the public offering statenent, all of which my be
i ncluded or not included at the option of the declarant;

(kk) A notice that addresses conpliance or nonconpliance with the
housing for older persons act of 1995 P.L. 104-76, as enacted on
Decenber 28, 1995; and

(I'l') A notice that is substantially in the form required by RCW
64. 50. 050.

(2) The public offering statenment shall include copies of each of
the foll ow ng docunents: The declaration, the survey map and pl ans
the articles of incorporation of the association, bylaws of the
association, rules and regulations, if any, current or proposed budget
for the association, ((and)) the balance sheet of the association
current within ninety days if assessnents have been collected for
ni nety days or nore, and any express witten warranty or other docunent
di scl osed pursuant to subsection (1)(z) of this section.

11
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| f any of the foregoing docunents listed in this subsection are not
avai | abl e because they have not been executed, adopted, or recorded,
drafts of such docunents shall be provided with the public offering
statenent, and, before closing the sale of a unit, the purchaser shal
be given copies of any material changes between the draft of the
proposed docunents and the final docunents.

(3) The disclosures required by subsection (1)(g), (k), (s), (u),
(v), (z), and (cc) of this section shall also contain a reference to
specific sections in the condom ni um docunents which further explain
the information di scl osed.

(4) The disclosures required by subsection (1)(z), (ee), (hh)
(ii), and (Il) of this section shall be |ocated at the top of the first
page of the public offering statenent and be typed or printed in ten-
poi nt bold face type size.

(5) A declarant shall pronptly anmend the public offering statenent
to reflect any material change in the information required by this
section.

Sec. 6. RCW®64.34.425 and 1992 ¢ 220 s 23 are each anended to read
as follows:

(1) Except in the case of a sale where delivery of a public
offering statenent iIs required, or unless exenpt under RCW
64.34.400(2), a wunit owner shall furnish to a purchaser before
execution of any contract for sale of a unit, or otherwi se before
conveyance, a resale certificate, signed by an officer or authorized
agent of the association and based on the books and records of the
association and the actual knowl edge of the person signing the
certificate, containing:

(a) A statenent disclosing any right of first refusal or other
restraint on the free alienability of the wunit contained in the
decl arati on;

(b) A statenment setting forth the anount of the nonthly conmon
expense assessnent and any unpaid commbn expense or special assessnent
currently due and payable fromthe selling unit owner and a statenent
of any special assessnents that have been | evied agai nst the unit which
have not been paid even though not yet due;

(c) A statenment, which shall be current to within forty-five days,

12
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of any comon expenses or special assessnents against any unit in the
condom nium that are past due over thirty days;

(d) A statenment, which shall be current to within forty-five days,
of any obligation of the association which is past due over thirty
days;

(e) A statenent of any other fees payable by unit owners;

(f) A statenent of any anticipated repair or replacenent cost in
excess of five percent of the annual budget of the association that has
been approved by the board of directors;

(g) A statenent of the anount of any reserves for repair or
repl acenent and of any portions of those reserves currently designated
by the association for any specified projects;

(h) The annual financial statenment of the association, including
the audit report if it has been prepared, for the year imrediately
precedi ng the current year.

(1) A balance sheet and a revenue and expense statenent of the
associ ation prepared on an accrual basis, which shall be current to
wi thin one hundred twenty days;

(Jj) The current operating budget of the association;

(k) A statenment of any unsatisfied judgnents against the
associ ation and the status of any pending suits or |egal proceedings in
whi ch the association is a plaintiff or defendant;

(1) A statenent describing any insurance coverage provided for the
benefit of unit owners;

(m A statenment as to whether there are any alterations or
i nprovenents to the unit or to the limted common el enents assigned
thereto that violate any provision of the declaration;

(n) A statenment of the nunber of units, if any, still owned by the
declarant, whether the declarant has transferred control of the
association to the unit owners, and the date of such transfer;

(o) A statenent as to whether there are any violations of the
health or building codes with respect to the unit, the limted comon
el emrents assigned thereto, or any other portion of the condom nium

(p) A statenent of the remaining term of any |easehold estate
af fecting the condom niumand the provi si ons governi ng any extension or
renewal thereof; and

(gq) A copy of the declaration, the bylaws, the rules or regul ations
of the association, and any other information reasonably requested by
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nort gagees of prospective purchasers of units. Information requested
generally by the federal national nortgage association, the federa
home | oan bank board, the governnent national nortgage association, the
veterans admnistration and the departnment of housing and urban
devel opnent shall be deened reasonable, provided such information is
reasonably available to the associ ation.

(2) The association, within ten days after a request by a unit
owner, and subject to paynent of any fee inposed pursuant to RCW
64.34.304(1) (1), shall furnish a resale certificate signed by an
officer or authorized agent of the association and containing the
informati on necessary to enable the unit owner to conply with this
section. For the purposes of this chapter, a reasonable charge for the
preparation of a resale certificate may not exceed one hundred fifty
dol | ars. The association may charge a unit owner a nomnal fee for
updating a resale certificate within six nonths of the unit owner's
request. The unit owner shall also sign the certificate but the unit
owner is not liable to the purchaser for any erroneous information
provi ded by the association and included in the certificate unless and
to the extent the unit owner had actual know edge thereof.

(3) A purchaser is not liable for any unpaid assessnent or fee
against the unit as of the date of the certificate greater than the
anount set forth in the certificate prepared by the association unless
and to the extent such purchaser had actual know edge thereof. A unit
owner is not liable to a purchaser for the failure or delay of the
association to provide the certificate in a tinely manner, but the
purchaser's contract is voidable by the purchaser until the certificate
has been provided and for five days thereafter or until conveyance,
whi chever occurs first.

Sec. 7. RCW®64. 34.445 and 1992 ¢ 220 s 26 are each anended to read
as follows:

(1) A declarant and any dealer warrants that a unit will be in at
| east as good condition at the earlier of the tine of the conveyance or
delivery of possession as it was at the tinme of contracting, reasonable
wear and tear and damage by casualty or condemmati on except ed.

(2) A declarant and any dealer inpliedly warrants that a unit and
the common elenents in the condom nium are suitable for the ordinary
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uses of real estate of its type and that any inprovenents nade or
contracted for by such declarant or dealer will be:

(a) Free fromdefective materials; and

(b) Constructed in accordance wth sound engineering and
construction standards, and in a workmanli ke manner in conpliance with
all laws then applicable to such inprovenents. However, an inplied
warranty of quality applies only to substantial defects or deviations.
The inplied warranty extends only to defective naterials or deviations
in construction practices that have a material effect on the structural
integrity of a unit or conmon area; or have a nmaterial effect on the
safety of unit owners; or substantially inpair the narketability of the
unit for its intended purpose. Defects or deviations that are
di scoverabl e through the purchaser's normal and prudent inspection are
not covered by the inplied warranty of quality. As used in this
chapter, "material defect,"” "substantial," and "substantially inpair"
refer to a defect or deviation that prevents the unit or combn el enent
frombeing used for its intended purpose.

(3) A declarant and any dealer warrants to a purchaser of a unit
that may be used for residential use that an existing use, continuation
of which is contenplated by the parties, does not violate applicable
|aw at the earlier of the time of conveyance or delivery of possession.

(4) Warranties inposed by this section may be replaced, excluded_
or nodified as specified in RCW 64.34.450 and an express witten
warranty between a declarant and a unit purchaser applies to clains
agai nst the declarant that nmay be brought by subsequent purchasers.

(5) For purposes of this section, inprovenents made or contracted
for by an affiliate of a declarant, as defined in RCW64. 34. 020(1), are
made or contracted for by the declarant.

(6) Any conveyance of a unit transfers to the purchaser all of the
declarant's inplied warranties of quality unless replaced by an
expressed warranty.

Sec. 8. RCW 64.34.450 and 1989 c 43 s 4-113 are each anmended to
read as foll ows:

(1) ((Except as limted by subsection (2} of this section)) For
units intended for nonresidential use, inplied warranties of quality:

(a) May be excluded or nodified by witten agreenment of the
parties; and
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(b) Are excluded by witten expression of disclainmer, such as "as
is," "with all faults," or other |anguage which in common under st andi ng
calls the buyer's attention to the exclusion of warranties.

(2) ((Wth respect to a purchaser of a unit that may be occupied
for—restdent+al—use—noe)) For units intended for residential use:

(a) A general disclainer of inplied warranties of quality is
effective, ((but)) if a declarant ((and—any)) or deal er ((rmay—diselarm
i abil] . : . Ly I I : £ ed
of £ ed fail I o Licabl aw— it t]

lof  ail w w .t he basi . ¢
bargatn)) replaces, excludes, or nodifies the inplied warranty as

specified in this section with an expressed warranty as specified in
(b) of this subsection;

(b) The inplied warranties of quality under RCW 64. 34.445 nay be
replaced with an express witten warranty of quality if:

(i) The disclosure required by ROW64.34.410(1)(z) is contained in
a public offering statenent as provided by RCW 64.34.410(3) and such
disclosure is set forth in ten-point bold face type in the declaration
or anendnent thereto;

(ii) The express witten warranty is set forth in full in the
declaration, an anendnent to the declaration, or a docunent recorded
with the declaration; and

(iii) The unit purchaser who initially acquires the unit fromthe
decl arant expressly acknow edges in a recorded witten conveyance or
another recorded witten instrunent that the inplied warranties of
quality have been replaced by the express witten warranty; and

(c) An express witten warranty approved by the United States
veterans adm nistration or the United States departnent of housing and
ur ban devel opnent shall be deened to have satisfied the requirenents of
(b) of this subsection.

Sec. 9. RCW®64. 34.452 and 2002 ¢ 323 s 11 are each anended to read
as follows:

(1) A judicial proceeding or arbitration for breach of any
obl i gations arising under RCW64. 34. 443 and 64. 34. 445 nust be comrenced
within four years after the cause of action accrues: PROVI DED, That
the period for comrencing an action for a breach accruing pursuant to
subsection (2)(b) of this section shall not expire prior to one year
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after term nation of the period of declarant control, if any, under RCW
64.34.308((4))) (5). Such period may not be reduced by either oral or
witten agreenent.

(2) Subject to subsection (3) of this section, a cause of action or
breach of warranty of quality, regardless of the purchaser's |ack of
knowl edge of the breach, accrues:

(a) As to a unit, the date the purchaser to whom the warranty is
first nade enters into possession if a possessory interest was conveyed
or the date of acceptance of the instrunent of conveyance if a
nonpossessory interest was conveyed; and

(b) As to each common elenent, at the latest of (i) the date the
first unit in the condom nium was conveyed to a bona fide purchaser
(ii) the date the commobn el enent was conpleted, or (iii) the date the
common el enent was added to the condom ni um

(3) If a warranty of quality explicitly extends to future
performance or duration of any inprovenent or conponent of the
condom nium the cause of action accrues at the tinme the breach is
di scovered or at the end of the period for which the warranty
explicitly extends, whichever is earlier.

(4) If a witten notice of claimis served under RCW 64.50.020
within the tine prescribed for the filing of an action under this
chapter, the statutes of [imtation in this chapter and any applicable
statutes of repose for construction-related clains are tolled unti
sixty days after the period of time during which the filing of an
action is barred under RCW 64.50. 020.

NEW SECTION. Sec. 10. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 11. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnment and its existing public institutions, and takes effect
July 1, 2003."
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By Senators Finkbeiner, Prentice
ADOPTED AS AMENDED 03/ 11/ 2003
On page 1, line 1 of the title, after "condom niuns;" strike the
remai nder of the title and insert "anmendi ng RCW 64. 34. 100, 64. 34. 216,
64. 34. 308, 64.34.410, 64.34.425, 64.34.445, 64.34.450, and 64. 34. 452;

creating a new section; providing an effective date; and declaring an
ener gency. "

~-- END ---
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